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Peru's Stabilization Fund 


At the request of the Government of Peru, the Inter- 
national Monetary Fund has extended for one year a 
stand-by credit agreement that enables Peru to draw up 
to $12.5 million from the Fund. The arrangement be- 
tween the Fund and Peru was initiated on February 17, 
1954, and on February 17, 1955 it was extended for one 
year (see this News Survey, Vol. VII, p. 253). 

At the same time, the Government of Peru renewed a 
Stabilization Agreement with the U.S. Treasury that 
permits drawings up to $12.5 million, and a stabilization 
credit of $5 million granted by the Chase National Bank 
of New York. The Peruvian Government has not to date 
drawn upon any of these credits. 


In announcing these agreements, the Peruvian Em- 


bassy in Washington emphasized the firm intention of its 
Government “to follow sound fiscal policies in maintain- 
ing freedom of exchange and in unrelenting support of 
our foreign credit.” The Government, it was stated, “is 
maintaining a stable budgetary management and exercis- 
ing careful control of any undue expansion of private 
credit and arresting thereby inflationary pressures. The 
continuance of the Stabilization Fund will be comple- 
mentary to these policies by furthering an atmosphere of 
confidence and encouraging continued foreign invest- 
ment.” 


Sources: International Monetary Fund, U.S. Treasury 


Department, and Embassy of Peru, Press Re- 
leases, Washington, D. C., February 16, 1956. 


IBRD Loan to Japan 


The International Bank for Reconstruction and Devel- 
opment, with participation by The Chase Manhattan 
Bank, on February 21 made a loan equivalent to US$8.1 
million to help finance the modernization of equipment 
of four Japanese companies in the steel, shipbuilding, 
and automotive industries. The loan, which is guaran- 
teed by the Japanese Government, is for 15 years, with 
interest of 434 per cent, including the statutory com- 
mission of 1 per cent. Amortization will begin Febru- 
ary 15, 1958. The Chase Manhattan Bank is participat- 
ing in the loan, without the World Bank’s guarantee, to 
the extent of $1,076,000, representing the first four ma- 
turities which fall due semiannually from February 15, 


1958 through August 15, 1959. 


The loan was made to the Japan Development Bank, a 
government agency established in 1951 to supply long- 
term credit for industrial development and to act as an 
instrument for governmental guarantee of private for- 
eign borrowing. This bank will re-lend the proceeds of 
the loan to four companies, the Nippon Steel Tube Co., 


International Reserves in 1955 


The gold and dollar holdings of countries outside the 
United States, which had increased by $2.6 billion in 
1953 and by $1.9 billion in 1954, rose further—by $1.6 
billion—in 1955; at the end of the year they totaled $26.6 
billion. The 1955 increase was limited largely to conti- 


nental Western European countries and, to a lesser extent, 
some non-sterling area countries in Asia. 


Ltd., Mitsubishi Shipbuilding & Engineering Co., Ltd., 
Ishikawajima Heavy Industries Co., Ltd., and Toyota 
Motor Company Ltd., which are carrying out re-equip- 
ment programs. The loan will finance the foreign ex- 
change costs of importing more than 100 machines and 
machine tools from the United States, the United King- 
dom, West Germany, Switzerland, France, and Italy. The 
total cost of the projects of the four companies will be 
equivalent to about $25.5 million. 
they all will be completed by 1958. 


The new loan brings the total amount which the World 
Bank has lent in Japan to $53.6 million. In 1953 the Bank 
lent $40.2 million for three thermal electric power sta- 


It is expected that 


tions; and late in 1955 it lent $5.3 million to assist in 

the modernization of the steel plate rolling facilities of 

the Yawata Iron & Steel Co., Ltd. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
February 21, 1956. 


About $650 million, or two fifths of the increase in 
gold and dollar holdings in 1955, was in the form of gold. 
U.S. net gold sales to other countries amounted to only 
$68 million, against $327 million in 1954 and $1,164 
million ir 1953. The continued decline in U.S. gold sales 
was in part a result of the availability of gold in London 
at prices lower than the U.S. price of $35 plus or minus 


\4 per cent per fine ounce. The 1955 sales were entirely 





262 


in the first half of the year; during the second half the 
United States was a small net buyer of gold. France was 
the principal purchaser of gold from the United States. 

About two thirds of new gold production in 1955 found 
its way into official gold reserves, and net additions to 
private hoards were probably smaller than in any year 
since the end of the war. 

The U.S. monetary gold stock declined by $41 million 
during 1955, and at the end of the year the United States 
held 57 per cent of world monetary gold reserves (ex- 
cluding those of the U.S.S.R. but including those held by 
international institutions), against 70 per cent in Sep- 
tember 1949 and 60 per cent in December 1945. 

The largest gain—$524 million—in gold and dollar 
holdings in the year ended September 1955 was made by 
France. The French Exchange Stabilization Fund also 
appears to have acquired gold; at the end of the year, it 
transferred $286 million to the Bank of France. The 
holdings of West Germany increased by $425 million. 
The total increase of $1,705 million recorded by the con- 
tinental Westcrn European countries brought their hold- 
ings at the end of September 1955 to $12.5 billion, which 
was more than twice their holdings at the low point in 
1948. 
Source: Federal Reserve Bank of New York, Monthly 
Review of Credit and Business Conditions, New 
York, N.Y., February 1956. 


Europe 


Further Disinflationary Measures in United Kingdom 


The Bank of England’s discount rate was raised to 54 
per cent on February 16, after remaining at 41% per cent 
since February 1955. The rate is now higher than at any 
time since February 1932, when it was reduced from 
6 per cent to 5 per cent. It is understood that the authori- 
ties are satisfied that monetary policy has been increas- 
ingly effective in recent months, and that the increase in 
the bank rate will make clear their intention to maintain 
a firm monetary policy as part of the general attack on 
inflation. The increase was considered necessary in view 
of continuing inflationary pressures, as shown, for ex- 
ample, by U.K. import figures in the last few months. 
An increase of 1 per cent has been the usual practice; a 
larger increase would be considered abnormal except in 
times of acute crisis. The increase in the bank rate was 
followed by an increase of 1 per cent in the deposit and 
overdraft rates of the commercial banks; on February 17 
the tender rate for three-month Treasury bills rose from 
14% per cent to 544 per cent. Prices of gilt-edged stocks 
and industrial shares showed a firmer tendency, and there 
was some strengthening of sterling exchange rates in both 
the official and transferable sterling markets. 

On February 17 the Chancellor of the Exchequer an- 


nounced 


further disinflationary measures. Investment 
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allowances to industry for capital expenditure (intro- 
duced in 1954) are to be suspended and the earlier sys- 
tem of initial allowances restored. Hire-purchase controls 
were tightened (minimum deposits of 15 per cent and 
3314 per cent were raised to 20 per cent and 50 per cent, 
respectively, and the scope of the controls extended), and 
controls were imposed on rentals of a wide range of con- 
sumer goods. The subsidies on bread and milk were 
reduced by £38 million, resulting in an increase in the 
retail prices of these commodities. In 1956-57, govern- 
ment planned expenditure will be reduced by over £20 
million, capital programs of the nationalized industries 
will be cut back by £50 million, and capital expenditures 
of local authorities will be further postponed or curtailed. 
The Capital Issues Committee has been asked to maintain 
a “vigorously critical” attitude toward new issues. Busi- 
nesses that finance investment out of their own resources 
have been asked to apply the same tests to timing and rate 
of investment that would be applied if they had to 


borrow. 


Announcing these measures in the House of Commons, 
the Chancellor said that the 1956-57 estimates of govern- 
ment current expenditure on defense and civil supplies 
show an increase of only £117 million, or 3 per cent, over 
the original estimates for 1955-56, of which the social 
services account for £99 million. The 3 per cent rise in 
terms of money represents a fall in real terms, that is, in 
demand for labor and materials. Efforts will continue 
to be made to reduce the total of public expenditure. As 
to the wider problem, it is now clear that something more 
must be done in addition to the measures taken during 
1955. The more quickly action is taken, the more effec- 
tive will be the results. An even more determined attack 
must be made on the roots of the trouble, and further 
reductions in investment and consumption must be en- 
forced. While the measures proposed are restrictive, the 
Government's purpose is positive and constructive: it is 
to prevent a steady rise in costs, to safeguard the in- 
ternal purchasing power of the pound, to close the trade 
gap, to build up reserves, to safeguard the improvement 
in living standards achieved since the war, and to lay a 
firm foundation for renewed progress. 


Sources: The Times, February 7, 1956, and The Finan- 
cial Times, February 17 and 18, 1956, London, 
England. 


U.K. External Trade in January 


U.K. imports (c.i.f.) in January, at £346 million, were 
more than £10 million higher than in December and £14 
million higher than in January 1955, Exports and re- 
exports (f.o.b.), at £272 million, were almost £8 million 
higher than in December and £13 million higher than in 
January 1955. The visible trade deficit, at £74 million, 
was therefore nearly £3 million larger than in December 
and nearly £1 million larger than a year ago. The export 
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figures for January 1955 were thought to be exceptionally 
high (since they included shipments delayed by the 
strikes in late 1954), and on that basis the corresponding 
figures for January 1956 may be considered to be better 
than average—they were 61 per cent greater than the 
monthly average for the whole of 1955. But the still 
larger growth in imports in January 1956 was not due 
to any distortion of the earlier figures. The provisional 
returns do not indicate which categories of imports con- 
tributed to the expansion in January, but presumably 
imports of metal ores, coal, steel, wood, and rubber con- 
tinued to swell the figures. 


U.K. shipments to North America in January, at £26 
million, were some £6 million lower than in December 
—a rather larger fall than between the same two months 
a year earlier. Exports to the United States (£16 million) 
were £3 million less than in December but £2 million more 
than in January 1955. Exports to Canada (£10 million) 
were also £3 million less than in December but £1 million 
higher than in January 1955. 


Source: The Times, London, England, February 14, 1956. 


Norway's Balance of Payments 


Preliminary figures on the Norwegian balance of pay- 
ments for 1955 show that the deficit on goods and services 
account was NKr 706 million ($99 million), or NKr 370 
million less than in 1954. The reduction was due chiefly 
to an increase of NKr 575 million in net freight earn- 
ings, which rose to NKr 2,400 million. Both imports and 
exports exceeded those in 1954, and the trade deficit, ex- 
cluding ships, fell by NKr 55 million, to NKr 1,794 
million. Net interest payments increased from NKr 70 
million in 1954 to NKr 106 million in 1955. 


In contrast to 1954, when the quarterly deficit increased 
sharply from the second to the fourth quarter, the deficit 
declined each quarter in 1955, and in the fourth quarter 
it was about 15 per cent of the deficit in the fourth 
quarter of 1954. The deficit in 1955 was covered partly by 
foreign borrowing. The Government borrowed f. 35 
million in the Netherlands, $15 million in the United 
States, and $25 million from the International Bank for 
Reconstruction and Development; and the City of Oslo 
borrowed Sw F 25 million in Switzerland. The proceeds 
from these loans totaled the equivalent of NKr 393 mil- 
lion. The net increase in the debt to EPU was NKr 113 
million. Amortization of the public debt was NKr 93 
million. In connection with imports of ships, net borrow- 
ings of shipowners were NKr 548 million. 


The foreign exchange holdings of the Bank of Norway, 
the commercial banks, the shipowners, and the insurance 
companies rose by NKr 339 million ($47.5 million) in 
1955. 


Source: Statistisk Sentralbyré, Aktuell Statistikk, Oslo, 
Norway, February 15, 1956. 


Nordic Council Meeting 


The consultative Nordic Council held a ten-day meeting 
in Copenhagen from January 27 through February 3. 
For the first time Finland was represented, as well as 
Norway, Sweden, Denmark, and Iceland. Before adjourn- 
ing, the Council was invited to hold its next session in 
Helsinki in 1957. 

The main subject discussed was the proposed establish- 
ment of a Nordic customs union (see this News Survey, 
Vol. VIII, p. 35). The Council agreed that the Economic 
Cooperation Committee, which is examining all of the 
problems involved in developing a common market, 
should continue its studies and report to the Council in 
due course. The Committee’s recommendations will then 
be discussed by the Council, but the final decision will be 
made by the Parliaments of the five Nordic countries. 

During the general debate, the eight non-Labor mem- 
bers of the Norwegian delegation expressed fear that a 
joint market might bring more disadvantages than ad- 
vantages for Norway. The eight Labor members spoke in 
favor of the economic integration proposals, as did repre- 
sentatives from the other Nordic countries, regardless of 
political party. 

Norway's Minister of Commerce emphasized that the 
Norwegian Government has not taken a stand on the 
question of a joint market as outlined in the preliminary 
report. His personal view is that future studies might 
possibly prove that a common Nordic market would offer 
great advantages for Norway. 

Source: Norwegian Information Service, News of Nor- 
way, Washington, D.C., February 16, 1956. 


Wage Increases in Sweden 


As a result of coordinated negotiations, Swedish wages 
and salaries will be increased by an average of 4 per 
cent in 1956. For the first time, negotiations were begun 
at the top level of employers’, workers’, and salaried em- 
ployees’ organizations “under the direction of a three-man 
committee, publicly appointed. The negotiations led to a 
preliminary agreement on February 4, which has since 
been approved by the parties concerned, the Employers’ 
Confederation, the Trade Union Confederation, and the 
Central Organization of Salaried Employees. 


While the agreement between the employers and the 
organization of salaried employees stipulates a 4 per cent 
increase in salaries, the rise in hourly wages and piece- 
work rates for trade union workers will be 3.7 per cent. 
However, this increase must not be less than SKr 0.16 per 
hour, which means that the over-all increase for trade 
union workers may be about 4 per cent. The conclusion 
of the agreement will be followed by the usual local ne- 
gotiations between employer associations and trade unions 
within the framework of its general terms. Special nego- 
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tiations are also to be held for those labor groups which 
have two-year contracts. 


Source: Svenska Dagbladet, Stockholm, Sweden, Febru- 
ary 9, 1956. 


West German Central Bank 


The German Federal Republic’s constitution, which 
provides among other things for the establishment of a 
bank of currency and issue as a Federal Bank (Bundes- 
bank), has been in force for more than six years. During 
this period, a number of projects for laws have been 
worked out, but the Federal Government, the political 
parties, and the experts so far have not arrived at any 
uniform view as to how this Federal Bank is to be organ- 
ized. Since the central banking system set up by the 
Military Governments in 1947-48 works well, in spite of 
its complicated construction, solution of the central bank 
problem has not been considered particularly urgent. 
Now, however, it appears that the Government intends to 
reach a final arrangement in 1956, particularly since it 
is expected that during the year the conditions will be 
established that are necessary if the successor institutions 
of each of the three former big banks in the area of the 
Federal Republic are to be reunited. 

The question most discussed is whether the two-tier 
system consisting of the nine Land Central Banks and 
their common central institution, the Bank deutscher 
Lander, should be retained, or whether a unitary bank 
on the model of the old Reichsbank should be established. 
The plan favored by the Board of Directors of the Bank 
deutscher Lander is a structure that retains the Land 
Central Banks in a modified form. Under this plan, the 
Bank deutscher Lander, as the future Federal Central 
Bank, would take over the entire capital of the Land 
Central Banks, which at present is held by the Govern- 
ments of the Lands; and a system providing for mutual 
settlement between the Bank deutscher Lander and the 
Land Central Banks of profits and losses would be intro- 
duced, so that the entire central banking system would 
be a single unit for economic and business purposes. 

An alternative proposal of the Board of Directors has 
been supported, however, by the Federal Ministry for 
Economic Affairs in a bill which it has prepared for the 
Federal Government. This proposal is to merge the Land 
Central Banks into a Federal Central Bank; i-e., at the 
Head Offices of the nine Land Central Banks and also in 
Berlin, “Chief Administrations” 
(Hauptverwaltungen), the Presidents of which would con- 
tinue to have special prerogatives. They would indeed 


there would remain 


become members of the Board of Managers of the Federal 
Bank (Bundesbankdirektorium), so that within the new 
unitary bank a certain decentralized character would still 
be preserved. According to this plan, the new Board of 
Managers would become the sole organ of the Federal 
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Bank, thus having the responsibility for both policy de- 
cisions (at present vested in the Board of Directors) and 
executive decisions (at present vested in the Board of 
Managers). This bill does not fulfill the desire of the 
business community that an Advisory Board (Beirat) 
should be set up to advise the Board of Managers, one 
third of the Advisory Board being bankers and two thirds 
people engaged in other forms of economic activity. 

In the field of credit policy, it is contemplated that open 
market operations, now limited to a total of DM 2 billion, 
may be extended to include all the holdings of equaliza- 
tion claims arising from the currency reform and amount- 
ing to about DM 8 billion. The limits for the banks’ 
prescribed minimum reserve ratios, at present 20 per cent 
for sight deposits and 10 per cent for the time deposits, 
are to be raised considerably, the latest idea being to 
make the limit 30 per cent for sight deposits, 20 per cent 
for time deposits, and 10 per cent for savings deposits. 
Source: Bank deutscher Lander, Ausziige aus Presse- 

artikeln, Frankfurt am Main, Germany, Febru- 
ary 13, 1956. 


Greek Public Finances 


During the first half of the fiscal year 1955-56 (July- 
December 1955), Greek ordinary tax revenues totaled 
Dr 4,454.3 million, exceeding those of the same period in 
the fiscal year 1954-55 by Dr 715.1 million, or 19 per 
cent. The increase was due to higher revenue from in- 
direct taxes, caused primarily by larger proceeds from 
customs duties, including consumption taxes levied on 
certain commodities at the time of importation (which 
increased from Dr 819.8 million to Dr 1,317.5 million). 
On the other hand, the yield of direct taxes was lower. 
Revenue from income taxes was Dr 516.3 million in the 
first half of 1955-56, or Dr 110.4 million (18 per cent) 
less than in the corresponding period of the previous 
year; this may be attributed to difficulties connected with 
the initial application of the new unified progressive in- 
come tax introduced as of July 1, 1955. 

Extraordinary public revenue (excluding internal bor- 
rowing) declined from Dr 767.1 million to Dr 461.2 
million, primarily as a consequence of lower revenue 
from public investments. 

Source: Naftemboriki, Athens, Greece, February 18, 
1956. 


Greek Tobacco Exports 


Greek exports of tobacco totaled 55,009 tons in the 
calendar year 1955. Thus, in each of the last three years 
exports exceeded the average annual volume in 1937-39 
(43,229 tons). Tobacco export prices, which declined in 
1953 when the drachma was devalued, subsequently im- 
proved. The average export price rose from US$1.08 per 
kilogram in 1953 to US$1.18 in 1954, and to US$1.40 in 
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1955, or some 47 per cent above the 1938 average. Never- 

theless, the increase in tobacco prices was still substan- 

tially less than the increase in the general level of world 

prices, estimated at about 120 per cent since 1938. 

Source: Naftemboriki, Athens, Greece, February 18, 
1956. 


Official Purchases of Cereals in Turkey 
The Turkish Soil Products Office (TOPRAK), a gov- 


ernment organization which administers price-support 
policies for farm products, in 1955 paid LT 338.5 million 
(US$120.9 million) to growers for agricultural products 
purchased from them. Total wheat purchases were 
896,084 tons. During the year, TOPRAK exported 
148,069 tons of wheat and 80,137 tons of barley, at a 
total value of LT 56.1 million (US$20 million). 

Source: Le Journal d’Orient, Istanbul, Turkey, Febru- 

ary 7, 1956. 


Middle East 


Egypt-Syria Trade and Payments Agreements 


Trade and payments agreements between Egypt and 
Syria were signed in Cairo on January 29. According 
to the trade agreement, each party undertakes to facili- 
tate imports of the other’s products and to apply to them 
the most-favored-nation clause regarding customs duties. 
All agricuitural, animal, and natural products originating 
in the two countries are exempt from customs duties. 
Certain products manufactured in the two countries are 
subject to a 50 per cent reduction of duty. Certain other 
manufactured items, the raw materials of which are ob- 
tained from outside the two countries, are subject to a 
25 per cent reduction. Each party undertakes not to re- 
export the other party’s products without prior approval, 
unless the products are exported to and consumed in an- 
other Arab country. Barter is not permitted between the 
two countries without prior approval. 

According to the payments agreement, the National 
Bank of Egypt will open a noninterest-bearing collector 
account in Egyptian pounds in the name of authorized 
banks in Syria. All payments shall be effected through 
this account within the limits of the foreign exchange laws 
and regulations of the two countries. This account may 
have a swing in either direction up to LE 300,000. If 
this limit is exceeded, the balance must be settled in 
transferable sterling at the official parity rate at the time 
of settlement. If the agreement is terminated, the balance 
of the account shall be settled by means of additional 
exports within six months from the date of termination, 
and any balance remaining after six months in transfer- 
able sterling. These agreements are for one year and will 
automatically be renewed for another year unless notice 
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is given by either party three months before their 

expiration. 

Sources: Al Ahram, Cairo, Egypt, January 30, 1956; 
Le Commerce du Levant, Beirut, Lebanon, Feb- 
ruary 1, 1956. 


Exploration and Development Concession in Yemen 


After preliminary geological studies, the Yemen Devel- 
opment Corporation of Washington, D.C. has obtained a 
30-year exclusive exploration and development concession 
over an area of 40,000 square miles, covering the north- 
ern and central part of Yemen, except for the coastal strip 
of Tihama Province where a German concern is carrying 
out exploration work. The concession agreement, which 
can be canceled within six years if oil or minerals are 
not found, is on an equal profit-sharing basis. Accord- 
ing to the Development Corporation, prospects for the 
development of petroleum and other minerals in Yemen 
are extremely promising. Exploration is scheduled to 
start early this year. 


Source: Middle East Economist and Financial Service, 


Forest Hills, N.Y., January 1956. 


Israel's Foreign Trade 


Israel's exports in 1955 amounted to [£154 million 
(US$85.6 million), which differed little from the 1954 
total of 1£153 million, whereas imports rose to I£586 
million (US$326 million), from I£516 million in 1954. 
Import requirements increased last year as a result of 
large immigration from North Africa, expansion of the 
country’s development program, and greater defense ex- 
penditures. Among exports, there was a significant de- 
crease in citrus exports, resulting from the poor crop of 
the past season, while exports of manufactured goods in- 
creased by I£9 million and of raw materials by nearly 
[£2 million. 

The Israeli Government has recently adopted various 
measures aimed at providing new incentives for Israel's 
exports. Better credit facilities will be made available to 
exporters; the Bank of Israel is doubling the present fund 
of 1£2.5 million used to help exporters purchase raw 
materials; and the Government will increase, from I£5 
million to 1£7.5 million, the fund used for bank loans to 
export industries. The Government will extend financial 
aid especially to export companies promoting the sale of 
Israel’s goods in African and Asian markets. 

The Government also plans to reduce export costs by 
(1) assisting shipping companies in opening lines to new 
export areas, (2) reducing port and cargo-handling ex- 
penses through organizational and technical improve- 
ments, (3) lowering the rates of bank charges on foreign 
currency transactions, (4) extending its participation in 


international fairs abroad, (5) improving the supply of 
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raw materials, and (6) improving the industrial design 
of goods. 


Sources: 


Israel Office of Information, /srael Digest, New 
York, N.Y., February 3 and 10, 1956. 


Jordan's National Income 


Official figures published by the Jordan Government 
estimate the country’s national income for 1955 at about 


JD 50 million. Government purchases of goods and serv- 
ices contributed about JD 15.4 million, and British and 
U.S. aid about JD 10.1 million. The per capita income, 


including that of the refugee population, is the equivalent 
of about US$100. 


Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 
ary 25, 1956. 


New Tariff Rates in Iraq 


A new customs tariff law in Iraq, effective January 1, 
1956, reduces import duties on essential raw materials 
and capital goods and raises duties on luxuries and cer- 
tain domestically produced goods. An important objec- 
tive of the revised law seems to be to provide greater 
protection for, and encouragement of, local industries 
through tariffs. 

The main industries receiving increased protection are 
cement and shoes, the tariff on which was raised by 33 
per cent, and textiles, with duty increases ranging from 
10 per cent to 130 per cent. Duties on certain foodstuffs, 
i.e., poultry, sweet milk, ghee, and eggs, were raised con- 
siderably, the increase in some cases being over 200 per 
cent. The duty on soap was raised by 50 per cent and 
that on vegetable oils by 33 per cent. To encourage the 
textile industry, duties were eliminated on raw materials, 
i.e., silkworm cocoons, raw wool, uncombed raw cotton, 
raw flax, and jute. Duties on sugar were reduced by 13 
per cent and on unhusked rice by 20 per cent. 
Sources: Ministry of Economics, Review of the Director- 

ate General of Commerce, Baghdad, Iraq, Janu- 
ary 12,1956; The Journal of Commerce, New 
York, N.Y., February 7, 1956. 


Far East 
Triangular Transactions in Rice 


A triangular barter transaction has been reported be- 
tween the Philippine Republic, Japan, and Burma, by 
which 20,000 tons of class “D” sugar will be traded by 
the Philippines in exchange for 20,000 tons of Burmese 
rice from Japan. Japan will in turn provide Burma with 
merchandise. The 20,000 tons of rice supplied by Burma 
to Japan apparently will be in addition to the 250,000 
tons agreed under the contract signed on January 6, 1956 
(see this News Survey, Vol. VIII, pp. 226 and 260). 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., February 13, 1956. 
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Indian-U.S. Civil Air Transport Agreement 


The Governments of India and the United States signed 
on February 3 a Civil Air Transport Agreement governing 
the operation of air services between the two countries. 
They also exchanged letters setting forth certain proce- 
dures which would serve as guides in implementing the 
Agreement. The new Agreement and the letters exchanged 
replace the Air Transport Agreement of November 1946, 
which expired on January 15, 1955, Since the expiration 
of the 1946 Agreement, U.S. air services to India have 
been carried on by Pan-American World Airways and 
Trans-World Airlines under a temporary permit issued 
by the Government of India. The new Agreement may be 
terminated on one year’s notice by either party. 


Sources: Embassy of India, /ndiagram, Washington, 
D.C., February 3, 1956; The Journal of Com- 
merce, New York, N.Y., February 3, 1956. 


India’s Production Targets 


The President of India announced the following Second 
Five Year Plan targets to a joint session of Parliament 
on February 15: new irrigation of 21 million acres, and 
increases of 5.2 million tons of cement, 10 million tons 
of food grains, 3.4 million kilowatts of electric power, 23 
million tons of coal (with a view to achieving an annual 
output of 61 million tons in 1960), 3.3 million tons of 
finished steel, and 1.7 million tons of fertilizer. The 
President stated that, as a result of new programs, the 
Plan will provide additional employment for 10 million 
persons in industry and agriculture. 

Source: Embassy of India, /ndiagram, Washington, D.C.., 
February 16, 1956. 


Ceylon Government Borrowing 


The Ceylon Government floated two development loans, 
totaling Rs 50 million (US$10.5 million), on February 1, 
1956. One is a medium-term loan for 5 to 7 years, bear- 
ing interest of 244 per cent; the other is a long-term 
loan, from 20 to 25 years, bearing interest of 344 per 
cent. 

The Central Bank of Ceylon has also placed on the 
market, for the first time, its own short-term securities. 
The offerings, of up to Rs 10 million (US$2.1 million), 
are of two classes—a one-year maturity at 144 per cent 
and a two-year maturity at 154 per cent. 

The money supply has increased lately in Ceylon and 
commercial bank reserves are high. The new loans will 
provide additional investment outlets for the private and 
banking sectors and will also channel some portion of the 
available funds for economic development. 

Source: Ceylon News, Colombo, Ceylon, February 2, 
1956. 
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Taiwan's Fishery Production 


The Taiwan Fisheries Administration reports that fish- 
ery production in Taiwan in 1955 amounted to 180,618 
metric tons, which surpassed the scheduled target by more 
than 12 per cent and set a new annual record. It ex- 
ceeded the 1954 output by 28,071 tons, and the prewar 
production peak set in 1940 by 61,097 metric tons. The 
increase was brought about by the large-scale fishing ves- 
sel construction financed with U.S. economic aid funds. 
At the end of October 1955, Taiwan had 2,630 engine- 
powered fishing vessels with a total tonnage of 39,581 
and an aggregate 77,535 horsepower. In addition, there 
were operating in coastal waters 7,846 sampans, 753 of 
which were motorized. Another important factor contrib- 
uting to the increase was the improvement in fishing 
harbor facilities during recent years. 


Source: Chinese News Service, Press Release, New York, 
N.Y., February 7, 1956. 


Fertilizer Plant for Korea 


The engineering, procurement, and operation for one 
year of Korea’s first urea fertilizer plant was agreed upon 
recently by the Government of the Republic of Korea and 
a U.S. group. The plant will be financed with $19.5 
million of U.S. aid funds. Domestic currency, estimated 
at 1.5 billion hwan, will be supplied by the Republic of 
Korea. The United Korean Reconstruction 
Agency has financed the preliminary engineering work. 

This fertilizer plant, to be built on a site across the 
Han River from Chungju, will be capable of producing 


Nations 


at least 250 metric tons of urea per day, containing not 
less than 45 per cent nitrogen. Its annual output is ex- 
pected to be 85,000 metric tons of urea, or one third of 
Korea’s yearly nitrogen requirements. Since the plant 
will produce a substantial proportion of the fertilizer re- 
quirements that now must be imported, substantial sums 
of foreign exchange will be released for other purposes. 
Source: Far Eastern Economic Review, Hong Kong, De- 


cember 29, 1955. 


Japanese Production in 1955 


Mining and manufacturing output in Japan, as meas- 
ured by the Ministry of International Trade and Industry, 
was §.8 per cent more in the calendar year 1955 than 
in 1954. The rate of growth was greater in manufacturing 
than in mining. A substantial expansion of exports is 
credited as being the chief factor in the rise of total output. 

The industries which expanded during the year pri- 
marily on account of exports were iron and steel products 
(18.5 per cent annual rate of growth), steel vessels (35.1 
per cent), and nonferrous metals; those whose growth 
was due mainly to the domestic market were paper 
(14.1 per cent), medicines (34.5 per cent), petroleum 
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products (17.7 per cent), rubber products, leather prod- 
ucts, and chemical fertilizer. Industries whose output 
increased on account of both exports and the domestic 
market were chemical fibers (23.6 per cent), secondary 
textile products (35.1 per cent), and daily necessities 
(15.1 per cent). 
Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, February 4, 
1956. 


Simplification of Japanese Export Licensing 


Effective February 6, the Japanese Ministry of Finance 
has authorized the application of standard settlement 
terms to D/A (documents against acceptance) and D/P 
(documents against payments) exports to Canada and to 
countries in Central and South America (excluding open 
account countries) of goods valued up to $5,000 or 
£1,800, and has exempted such exports from the compli- 
cated export licensing procedures. Under the previous 
system, only D/P shipments to Latin America (excluding 
open account countries) valued at less than $2,000 had 
been exempted. 

The restriction on the terms of export bills has also 
been relaxed, from the former “at sight” to “final settle- 
ment within three months after shipment.” Official 
sources estimate that the introduction of these new meas- 
ures may increase exports to these areas. 

Sources: Nihon Keizai Shimbun, February 4, 1956, and 
Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, February 11, 1956, Tokyo, 
Japan. 


Philippine Budget 


The Philippine budget for the fiscal year July 1956- 
June 1957, presented to the Congress on February 7, 
estimates total expenditures at P 1,348 million. It is 
proposed that 47 per cent be allotted to economic develop- 
ment projects, 25 per cent to education, health, and labor. 
10 per cent to defense, and 8 per cent each to general 
An estimated P 80 mil- 
lion will be raised from new taxes and P 375 million from 
Of this 
borrowing, P 75 million will be utilized for the repayment 
of maturing debt. 


administration and debt service. 


the issue of bonds on the domestic market. 


Sources: Philippine Association, Philippine Newsletter, 
February 9 and 16, 1956, and Philippine Ameri- 
can Chamber of Commerce, Weekly Bulletin. 


February 10, 1956, New York. N.Y. 


United States and Canada 
U.S. Exports 


U.S. exports exclusive of military assistance totaled 
$14.3 billion in 1955, the second highest figure on record. 





268 


Exports were 11 per cent larger than in 1954, 16 per cent 
larger than in 1953, and about 7 per cent smaller than 
the record of $15.3 billion set in 1947. 

The largest percentage increases over 1954 were in 
exports of vegetable foods and beverages, metals and 
manufactures, and nonmetallic minerals. The only de- 


clines were in textiles and manufactures and in the mis- 
cellaneous group. 


Source: The Journal of Commerce, New York, N.Y., 
February 16, 1956. 


U.S. Industrial Production 


The seasonally adjusted index of industrial production 
in the United States in January was 144 per cent of the 
1947-49 average, the same as in December. A slight de- 
cline in output of durable goods manufactures was offset 
by the maintenance at December levels of output of non- 
durable goods and minerals. The decline in output of 
durable manufactures was due almost entirely to a 9 per 
cent fall in automobile output. Activity in the producers’ 
equipment industry continued to increase in January, and 
production of building materials was at a high level. 
Steel production in January and early February reached 
new volume records, and was at 99 per cent of 1956 
rated capacity. New high figures were also reported for 
production of chemicals, petroleum, and paper, while 
output of textiles, apparel, and leather remained close to 
earlier advanced levels. 

Source: The Wall Street Journal, New York, N.Y., Feb- 
ruary 15, 1956. 


Canadian Prices in 1955-56 


The comparative stability of Canadian prices during 
1955 is attributed in the Monthly Review of the Bank of 
Nova Scotia to the balance of two sets of forces—the 
pressure of rising demand for metals and building materi- 
als, together with rising service prices resulting largely 
from higher wages and a continuing shortage of rental 
accommodation, against the adequacy of agricultural out- 
put and continuing competition in markets for manu- 
factured consumer goods. As a result, wholesale prices 
rose by only about 3 per cent during the year, offsetting 
the decline during the previous year and a half and bring- 
ing prices back to the 1953 level. Consumer prices and 
the comprehensive price index derived from the gross 
national product changed even less. These experiences, 
which were parallel to those in the United States, suggest 
that such price increase as did take place was confined 
to construction costs, primary metals, and services. Serv- 
ice costs are likely to rise further in the near future, if 
population and income growth continue at recent rates, 
but the demand for metals and building materials is likely 
to slacken as a result of falling automobile sales and the 
effect of tighter credit conditions on housing demand. In 


INTERNATIONAL Financia News Survey, February 24, 1956 


addition, more restrictive credit policies in the United 


Kingdom and continental Europe are likely to restrict 
export demands for these materials, and there may thus 
be some weakening in the price level during 1956. 


Source: Bank of Nova Scotia, Monthly Review, Toronto, 
Canada, January 1956. 


Latin America 


Uruguay's Exchange Rates for Exports of Wool Tops 
By a decree issued on December 28, 1955, the Uru- 


guayan Government granted a temporary premium of 
Ur$0.14 per U.S. dollar, over and above the rate of 
Ur$2.026 per U.S. dollar, on exports of wool tops and 
broken tops. Under the decree, the premium was made 
retroactive to September 15, 1955, to coincide with the 
decree of that date authorizing bonus payments for exports 
of raw wool (see this News Survey, Vol. VIII, p. 187). 

It was stated that the premium for wool tops and broken 
tops, like the one for raw wool, would be a decreasing 
one; it was to be reduced to Ur$0.0938 per dollar for the 
first quarter of 1956, and to Ur$0.047 for the second 
quarter. However, a decree published on January 4, 1956 
extended until March 31, 1956 the premiums of Ur$0.21 
per dollar for raw wool and of Ur$0.14 per dollar for 
wool tops and broken tops. The Uruguayan authorities 
have stated that this extension was necessary to maintain 
the incentives for wool exports in a period of reduced 
exchange receipts, and to redress the position of ex- 
porters who found it impossible to ship wool before 
December 31, 1955. 


Source: El Dia, Montevideo, Uruguay, January 4, 1956. 


Corrigendum 


Vol. VIII, No. 32, February 17, 1956, page 257, item, 
“Japan’s Terms of Trade”: All the movements of price 
and terms of trade indices should have been reported as 
percentage movements, and not as movements measured 
in terms of “points.” 
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